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Industries 


Apparel 


Department Stores 


Footwear 


Mayor Operating Divisions 


CAMPUS SWEATER 
& SPORTSWEAR COMPANY 


Cleveland, Ohio 


COWDEN MANUFACTURING COMPANY 
Lexington, Kentucky 


CENTRAL HARDWARE COMPANY 
St. Louis, Missouri 


EAGLE DISCOUNT STORES 
Miami, Florida 


P.N. HIRSCH & COMPANY 
St. Louis, Missouri 


SAM SHAINBERG COMPANY 
Memphis, Tennessee 


THE FLORSHEIM SHOE COMPANY 
Chicago, Illinois 


INTERNATIONAL RETAIL SHOE 
COMPANY 


St. Louis, Missouri 


INTERNATIONAL SHOE COMPANY 
St. Louis, Missouri 


INTERCO SAVAGE LIMITED 
Preston, Ontario, Canada 


Products and Services 


Manufacturer and distributor of men’s and boys’ fashion sportswear. 
Principal products include sweaters, knit shirts, dress and sport shirts, 
jackets, slacks, sport coats and suits, walk shorts and swim wear. 
Distribution is under the Campus label through more than 7,500 inde- 
pendent retail outlets. 


Manufacturer and distributor of work and leisure shirts and slacks for 
the family, principally to large national retail chains, under private label. 


Giant hardware, lumber, and building materials supermarket stores are 
operated in St. Louis, Missouri, Indianapolis, Indiana, under the Central 
Hardware name, and Anaheim, California under the name of Central 
Lin-brook Hardware. Also operates a wholesale hardware company 
with distribution to independent hardware dealers. 


Operates a chain of retail discount stores principally in Florida. The 
company offers to the family, at discount prices, clothing, housewares, 
small household appliances, health and beauty aids, gardening sup- 
plies, etc. 


Merchandise for the entire family is sold through department stores in 
sixteen states—principally in the midwest and northwestern areas of 
the country. 


A chain of department stores operating two divisions in six southern 
and southeastern states—Shainberg’s stores feature merchandise for 
the family; Kent's stores are self-service—Supermarket type operations 
concentrating on clothing and related items. 


Manufacturer and distributor of men’s and women’s footwear to tn- 
dependent dealers in the United States, and men’s footwear in Australia. 
Also operates Florsheim Men’s Shops, Thayer McNeil Shoe Salons for 
Women, and leased shoe departments in all sections of the United States. 


Operates company-owned shoe stores and leased shoe departments 
_ for men, women, and children in all areas of the country. 


Manufacturer and distributor of complete lines of footwear for men, 
women, and children, principally to independent retail shoe stores 
and departments. 


Manufacturer and distributor of footwear in Canada for men, women 
and children. Also operates company-owned retail shoe stores and 
departments in that country. In addition, the company provides fabric 
design and distributes fabrics to the apparel industry of Canada. 


PRINCIPAL 
OPERATING FACILI’ 


Apparel Factories 
The Biltwell Company, Inc. 
Campus Sweater & Sportswear 
Company 
Cowden Manufacturing Company 


Department Stores 


Central Hardware Company 
Eagle Discount Stores 
Fine’s Men’s Shops, Inc. 

P. N. Hirsch & Company 
Sam Shainberg Company 


Footwear 
Shoe Factories 


The Florsheim Shoe Company 
International Shoe Company 
Interco Savage Limited 


Retail Shoe Stores and 
Departments 


The Florsheim Shoe Company : 
International Retail Shoe Company 41 
Interco Savage Limited 


Directors 


DAVID R. CALHOUN 
Chairman of the Board 
First Union, Incorporated and 
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DONALD E. LASATER 
Chairman of the Board 
Mercantile Trust Company 
National Association 
JOHN S. MALCOLM 
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Highlights of the Year 


FISCAL YEARS ENDED NOVEMBER 30, 


From operations: 
Net sales 
Earnings before Federal and foreign taxes 
Net earnings 
Per share of common stock: 
Fully diluted earnings 
Dividends 


Financial condition at year end: 
Working capital 
Current ratio 
Total assets 
Stockholders’ equity 


Book value per common share 


Shares outstanding at year end: 
Common stock 


Preferred stock 
Number of stockholders 


Number of employees 


1970 


$777,885,776 
53,1517590 
27,568,667 


2.00 
110 


2111S 917 
eOhitey i 
416,066,765 
227,314,303 
$23.72 


7,459,649 


731,708 


15,100 


37,200 


1969 


$731,942,158 
50,619,698 
26,377,966 


2.69 
1.00 


iS. 480,210 
Spomitoy yl 
384,168,126 
214,985,064 
$22.12 


7,962,606 
700,366 


Mepis 8) 


37,600 


CHANGE 


+ 6.3% 
+ 5.0% 
+ 4.5% 


sie he 
+10.0% 


== ALE 


+ 8.3% 
+ 5.7% 
+ 7.2% 


InlBrco 


MAURICE R. CHAMBERS JOHN K. RIEDY 


To Our Stockholders: 


Nineteen Hundred and Seventy was a very difficult year 
for American business because of an uncertain eco- 
nomic environment and a cautious consumer attitude. 
However, at INTERCO, we are pleased to report sales 
and earnings again exceeded all previous years and 
marked the seventh consecutive year of improvement. 

Each of our three major operating groups—Apparel, 
Department Stores and Footwear—contributed to the 
6.3% increase in sales and the 4.5% improvement in 
earnings. Record high sales and earnings were estab- 
lished by all three operating groups in 1970. 

This achievement by the company in 1970 is the 
result of professional management in our operating 
divisions, sound employment of our assets, and aggres- 
sive cost control programs in all phases of our business. 
The Operating Board, which consists of the operating 
heads of each of our ten major divisions, meets monthly 
with INTERCO management, to review markets, trends, 
corporate objectives, sales and earnings projections, 
budgets and capital expenditure programs. This group 
constantly plans to maximize its opportunities and 
minimize its risks. 

INTERCO management was further strengthened 
in 1970 by the election of a President and Chief 
Operating Officer, John K. Riedy, and two Executive 
Vice Presidents, William L. Edwards, Jr. and Stanley 
M. Cohen. These men, formerly Vice Presidents of 
INTERCO, will contribute to the planned future growth 
and assist in meeting the challenges and complexities 
of our business. 

The principal business of INTERCO is the manufac- 
turing, distributing and retailing of popular-priced con- 
sumer goods. Our products and services are basic 
necessities to the expanding middle income population 
and do not necessarily depend on a booming economy 
to show continued growth in sales and earnings. His- 
torically, our business is not seriously affected by eco- 
nomic fluctuations or consumer sentiments. 


2) a ee en 


Chairman of the Board and 
Chief Executive Officer 


January 8, 1971 


On July 31, 1970, your company added the tenth 
major operating division by acquiring Dade Wholesale 
Products, Inc. of Miami, Florida. This company operates 
126 family retail discount stores, primarily in Florida 
under the name of Eagle. This acquisition represents a 
new growth area and we believe there is an expanding 
market potential in the southeast for the Eagle operation. 

The quarterly dividend rate on common stock was 
raised effective with the January 5, 1971 payment from 
27% cents to 30 cents per share, equivalent to an 
annual rate of $1.20 per share. This is the sixth succes- 
sive year in which the rate has been increased. We 
continue to retain the major portion of our earnings in 
the business to finance growth, and further improve 
earnings. 

The significant developments in the major operating 
divisions of the company during the year are covered 
elsewhere in this report, and we hope you will find 
these comments both informative and interesting. 

We were saddened by the untimely death on 
December 13, 1970 of John S. Malcolm, a Vice Presi- 
dent and Director of the company and President of 
Interco Savage Limited since 1964. Under his capable 
leadership, the company’s business in Canada more than 
doubled and earnings increased more than three times. 

In 1971, our attention continues to be directed to 
increasing the return on our stockholders’ investment, 
to strengthening our existing businesses and to expand- 
ing in new and profitable areas. 

INTERCO INCORPORATED is confident about its 
long range future. Our finances are sound and our 
management, products and services are in tune with 
the times. We feel that 1971 will be another good year 
for the company. 

To our many customers, employees and stockholders, 
your management expresses its thanks for their con- 
tinued loyalty and support. 

On behalf of the Board of Directors and Officers, 


he 


President and Chief 
Operating Officer 


The Year in Review/Corporate 


In 1970, INTERCO INCORPORATED had record sales 
and earnings for the seventh consecutive year—the 
highest in the 59 year history of the company. 

The comparative 1969 financial statements have been 
restated to reflect the acquisition of Companies ac- 
quired in 1970 by the issuance of common stock and 
treated as poolings of interests, whereas the operating 
results of companies acquired for cash during 1970 are 
included from the date of acquisition. 


SALES 


Net sales for the year ended November 30, 1970 rose 
to $777,885,776, an increase of $45,943,618 equal 
to 6.3% over fiscal 1969 restated record sales of 
$731,942,158. Net sales reported in fiscal 1969 were 
$706,098,141. 

The three major operating groups—Apparel, Depart- 
ment Stores and Footwear—all recorded higher sales 
in fiscal 1970 in comparison with 1969, as follows: 


Fiscal 1970 Fiscal 1969 

Sales ovos Sales _%_ 
Apparel $153,887,175 20 9$1437377,626 20 
Department Stores 244,084,767 31 214,637,064 29 


Footwear 379,913,834 _49 373,927,468 51 
Total $777,885,776 100  $731,942,158 100 
SALES EARNINGS 


Millions of Dollars 
60 


55 


50 
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Earnings 
Millions of Dollars Before TEs} nome Te O 


Sales of the Footwear group for the first time were 
less than 50% of the consolidated sales of the com- 
pany. The Department Stores group showed the greatest 
sales increase— $29,447,703 equal to 13.7% over fiscal 
1969 and now represents 31% of consolidated sales. 

A five year sales comparison, by major operating 
group and as reported in each prior year’s annual re- 
port is shown in the Year in Review— Operations. 


EARNINGS 


Earnings before Federal income taxes for 1970 
amounted to $53,151,390, an increase of 5.0% over 
restated 1969 pre-tax earnings of $50,619,698. The 
ability to retain the margin of profitability and to in- 
crease over-all earnings is the result of cost reduction 
programs, budgetary controls, consolidation of plant 
facilities in the Footwear group, the planned expansion 
of production requirements in the Apparel group and 
well-managed operations. 

Net earnings for fiscal 1970 were arecord $27,568,667 
as compared to restated net earnings of $26,377,566 
for last year, an increase of 4.5%. Reported net earnings 
for fiscal 1969 were $25,417,730. All three major 
operating groups achieved greater earnings in 1970. 


RETURN ON 
STOCKHOLDERS’ EQUITY 


Net Earnings =@ Percent 
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Federal and Foreign 
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The effective consolidated Federal and foreign in- 
come tax rate of 47.8% in 1970 was slightly higher 
than last year, after considering the Tax Reform Act of 
1969 which provided for a reduction in the surcharge 
rate, elimination of investment tax credit and a gradual 
decrease in the surtax exemption. 

Earnings per common share, assuming full conver- 
sion of outstanding preferred stock and exercise of 
stock options, were $2.85 in 1970 compared with 
$2.69 a year ago. 

Earnings available for common stock in 1970—after 
deducting dividends for preferred stock—were 
$24,988,667 compared to $23,754,566 in the prior 
year. Earnings per common share on this basis— 
primary earnings—were $3.31 this year compared to 
$3.13 in 1969. 


FINANCIAL POSITION 


The company’s strong financial position continued in 
1970 as a result of sound budgetary controls in all 
areas of the company’s business. 

Consolidated working capital at end of fiscal 1970 
was $211,181,917 and the ratio of current assets to 
current liabilities was 3.0 to 1. 

Stockholders’ equity at November 30, 1970 was a 
record $227,314,303, an increase of $12,329,239 over 
last year. The return on stockholders’ investment in 1970 
was 12.8%. 

Accounts receivable and inventories continue under 
constant management control. Inventories in 1970 in- 
creased $15,986,095, however, $13,905,000 is appli- 
cable to cash acquisitions made during the year and 
the remainder reflects the increase in retail stores opened 
during the year. 

The company’s net cash position at November 30, 
1970—the excess of cash over short-term notes—de- 
creased from one year ago by $13,402,387. This change 
was primarily the result of: 


e The investment of $9,537,684 in companies ac- 
quired for cash. 


e The purchase by the company of 159,768 shares of 
its common stock at a cost of $4,717,198. This stock is 
being held in the treasury for future corporate needs. 


No additional long-term financing was required dur- 
ing fiscal 1970 and none is presently planned for the 
future. At November 30, 1970, the company’s long- 
term debt, less current maturities, had declined to 


$70,397,518, and represented 23.6% of the invested 
capital of the company. A summary of long-term debt 
is included in the Notes to Consolidated Financial 
Statements. 


CAPITAL EXPENDITURES 


Capital expenditures during 1970 amounted to 
$15,237,953 and depreciation provided $8,636,544 of 
this amount. 


The program to modernize, refurbish, and expand 
certain production facilities, retail outlets, and distribu- 
tion centers continued in fiscal 1970. Projected in- 
creased efficiency and lower distribution costs were 
realized during the year at the new or expanded distribu- 
tion centers of International Shoe Company, Cowden 
Manufacturing Company and Campus Sweater & 
Sportswear Company. 


Long-term leases, principally for retail locations, 
were added as the company increased its retail selling 
areas by 21% during the year. The minimum annual 
rentals on leased properties with terms longer than five 
years are approximately $12,200,000 annually. 

A capital spending program of $12,000,000 has been 
planned for 1971, with depreciation projected to be 
about $9,100,000. 


DIVIDENDS 


Dividends on the company’s common stock were paid 
at the annual rate of $1.10 per share in fiscal 1970— 
four quarterly dividends of 27% cents per share. 


The Board of Directors increased the quarterly com- 
mon stock dividend rate to 30 cents per share on 
December 1, 1970, effective with the January 5, 1971 
payment. This is an increase of 9%. The January 5 
payment represented the 239th consecutive cash com- 
mon stock dividend paid to stockholders and completed 
58 years of continuous dividend payments. 


Total dividends paid by INTERCO INCORPORATED 
on all classes of stock in fiscal 1970 amounted to 
$10,654,151. Of this amount, $8,156,548 was paid to 
common stockholders and holders of the three issues 
of preferred stock received $2,497,603. 


Income retained in the business in fiscal 1970 to 
support future expansion plans of the company repre- 
sented 61% of this year’s net earnings. 


The Year in Review/Corporate 


ACQUISITIONS 


The company made the following acquisitions during 
fiscal 1970: 


e The Biltwell Company, Inc.—acquired in Decem- 
ber 1969—a manufacturer of men’s slacks with sales 
of $9 million. 


e Budmark Converters Co. Ltd. and Dial Fabrics 
Ltd.—acquired in December 1969—leaders in fabric 
design and marketing to the apparel industry in Can- 
ada with sales of $10 million. 


e Wallace Footwear Limited—acquired in December 
1969—manufacturer of women’s high fashion foot- 
wear in Canada with sales of $2 million. 


e Proctor Enterprises, Inc.—acquired in January 
1970—mass merchandisers of promotional hard 
goods with sales of $11 million. 


e Fine’s Men’s Shops, Inc.—acquired in March 1970 
—an operator of ten men’s apparel shops with sales 
of $5 million. 


Eagle Discount Stores—acquired in July 1970—an 
operator of small self-service discount stores primarily 
in the Florida area with sales in excess of $50 million. 


The combined acquisitions resulted in the exchange 
of 323,617 shares of INTERCO common stock and the 
payment of $9,537,684 in cash. 

The former stockholders of The Biltwell Company, 
Inc., Budmark Converters Co. Ltd., Dial Fabrics Ltd. 
and Fine’s Men’s Shops, Inc. have the opportunity to 
earn additional shares of common stock of INTERCO 
based on increased profit performance over future years. 


ORGANIZATIONAL CHANGES 


On March 9, 1970, the Board of Directors, emphasizing 
the importance of responding to the growing size and 
complexity of the company, elected the following top 
corporate officers: 


e Maurice R. Chambers—Chairman of Board and 
Chief Executive Officer 
Mr. Chambers was elected President in 1962 and 
Chairman of the Board and President in 1965, 
and has been a director since 1957. 


e John K. Riedy—President and Chief Operating Officer 
Mr. Riedy had been President of The Florsheim 
Shoe Company, a division of the company, a 
Vice President of INTERCO since 1966, and has 
been a director since 1967. 


e William L. Edwards, Jr.—£xecutive Vice President 
Mr. Edwards joined INTERCO in 1969 as a 
Vice President and was elected a director in 1970. 


e Stanley M. Cohen—Executive Vice President 
Mr. Cohen has been President of Central Hard- 
ware Company, a subsidiary of INTERCO, since 
1958 and will continue in that capacity. He has 
been a director since 1967. 


Also on March 9, Richard P. Hamilton was appointed 
President of The Florsheim Shoe Company and a mem- 
ber of the Operating Board of INTERCO. Mr. Hamilton, 
formerly Vice President of Merchandising, has served 
Florsheim for more than 16 years in various capacities. 


NEW DIRECTORS 


The Board of Directors of the company was further 
strengthened on March 9, 1970 by the election of 
three new members. They are: 


WILLIAM L. EDWARDS, Jr. 
Executive Vice President 
of the company 


EDWIN S. JONES 
Chairman of the Board of 
First National Bank 
in St. Louis 


DONALD E. LASATER 
Chairman of the Board of 
Mercantile Trust Company 

National Association 
of St. Louis 


These new directors are eminent in financial, busi- 
ness, and civic affairs. 


Following the acquisition of Eagle Discount Stores 
on July 31, 1970, Aaron Kravitz, co-founder of the 
business, was elected Chairman of the Board and Chief 
Executive Officer and John Weil, formerly Vice Presi- 
dent of Merchandising, was elected President and Chief 
Operating Officer of this new subsidiary and was ap- 
pointed to the Operating Board of INTERCO. 

On December 14, 1970, Edward P. Grace was elected 
Assistant Treasurer of the company and John R. Metcalf 
was elected Controller of INTERCO. 

Donald G. MacLeod was elected President of Interco 
Savage Limited on January 6, 1971, succeeding the late 
John S. Malcolm, and was appointed to the Operating 
Board of INTERCO. Mr. MacLeod, formerly Executive 
Vice President, has been with the company’s Canadian 
subsidiary since 1951, 


EMPLOYEES 


The year just ended added to a long period of excellent 
relations with our employees who now number 
37,200 men and women. We welcome to INTERCO 
INCORPORATED the more than 2,300 people who 
have joined us by acquisition during 1970. 

Under the various insurance benefit programs, em- 
ployees and their dependents were paid disability bene- 
fits in excess of $2,900,000 during 1970 and employees’ 
beneficiaries received $1,000,000 in life insurance pro- 
ceeds. Payments to retired employees amounted to 
$2,400,000. 

Employees’ wages and salaries including the cost of 
fringe benefits amounted to $214,400,225 for the year, 
or 27.6% of the sales dollar. 

New wage contracts which cover the company’s 
largest single employee work force, were signed for 
the four-year period from October 1, 1970 to September 
30, 1974, subject to possible wage and fringe negotia- 
tions prior to September 30, 1972. 


EXECUTIVE OFFICES 


INTERCO INCORPORATED executive offices will move 
to new quarters in the summer of 1971, to allow for the 
consolidation of St. Louis based footwear general 
offices. Headquarters’ officers and the corporate staff, 
about 50 in number, will occupy offices in the newly 
constructed Equitable Building, 10 South Broadway, 
in the rejuvenated downtown St. Louis riverfront area. 


The mailing address will be Post Office Box 7360, 
Saint Louis, Missouri 63177. 


CHARTS 


The charts in this section reflect the figures as shown 
in the ten-year consolidated financial review. Com- 
panies which have been considered as poolings of 
interests have been accounted for from the beginning 
of the year of affiliation with INTERCO INCORPO- 
RATED, and cash acquisitions have been included 
from date of acquisition. 
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Maurice R. Chambers 
Honored 


M. R. Chambers, Chairman of the Board 
and Chief Executive Officer of INTERCO 
INCORPORATED, was selected as Man 
of the Year in St. Louis for 1970, and 


received the award on January 8, 1971. 


The award initiated in 1954, is made each 
year for outstanding civic contribution to 
the community. The selection is made by 
a panel of past honorees and the pub- 
lisher of the St. Louis Globe-Democrat. 


The honor to Mr. Chambers was for his 
numerous endeavors in behalf of civic 
betterment, education, health and hos- 
pitalization, help for the unfortunate, 
preservation of cultural values, and the 
general advancement of the commu- 
nity, enhancing the corporate image of 
INTERCO INCORPORATED. 


Two of the companies which joined INTERCO INCORPORATED in 1970 


The Biltwell Company, Inc. 
St. Louis, Missouri 


The company, established in 1929, is a manufacturer 
and distributor of slacks, coordinating jackets and walk 
shorts. Biltwell’s products are sold under private label, 
as well as the brand names of ‘’Mr. Golf,” ‘“Mr. Tennis,”’ 
“‘Leonard Macy,” and “‘Slackool,’”’ and the company is 
also a franchised producer of ‘‘Ben Hogan” slacks. 

Shown here is a sample display of just a few of the 
wide variety of Biltwell products for men. 

The production facilities of Biltwell are located in 
Farmington, Tipton, and Salisbury, Missouri, with dis- 
trict sales offices in New York, Los Angeles, Chicago 
and St. Louis. 


BILTWELL 


Fine’s Men’s Shops, Inc. 
Norfolk, Virginia 


The company opened its first store in downtown Norfolk 
in 1932. Shown to the left, is one of the typical men’s 
apparel shops in the ten store group. 

Seven of the shops are in the general Norfolk area, 
and other stores are in Richmond and Roanoke, Virginia 
and Raleigh, North Carolina. 

The shops offer an extensive line of medium-priced 
men’s and boys’ suits, sportswear, slacks and other 
items of male apparel and accessories. Further expan- 
sion is planned within the geographical range of this 
well-known retail operation. 


Campus continued to deserve its cherished 
slogan, ‘‘America’s Biggest Selling Sports- 
wear’ in 1970 as sales and profits were an 
all-time high, an achievement of particular 
significance in a confused apparel market 
and a soft economy. 

With fashion the keystone of the men’s 
apparel business, Campus strengthened 
its position with the younger segment of 
the market by broadening the new ‘’Ex- 
pressions” line of garments, especially 
aimed at the growing ‘‘Boutique” market. 

Campus continues to be the only bal- 
anced producer of a truly full range of 
apparel for men, teen men and boys. No 
other industry offers a complete line of 
slacks, sport and dress shirts, knit shirts, 
sweaters, outerwear jackets, all-weather 
coats, swimwear and shorts. In many of 
these categories, Campus ranks near the 
top in volume sold. 

To keep pace with steadily growing 
demand, a new and modern knit shirt 
plant and a satellite plant for sport shirt 
production were added during the year. 
Also a sizable addition was made to an 
inspecting and packaging facility bringing 
the number of plants in operation at year 
end to sixteen. 

Campus’ progress has been achieved 
through a management group well- 
balanced in styling, merchandising and 
manufacturing. Male fashion awareness 
has widened the market for Campus prod- 
ucts and future growth in 1971. 


Sales (millions) 
% of Total Sales 


1970 
$154 
20% 


1967 
$36 
7% 


1966 
$35 
8% 


COWDEN MANUFACTURING COMPANY 


10 


Cowden Manufacturing Company attained new highs 
in sales and profits in 1970. 

This past year saw a continuation for Cowden of the 
trend away from a strictly work clothing market to a 
higher styled line of play and leisure garments for men, 
women and children. The addition of many colors, 
material blends, stripes and patterns is evidence of 
changing customer demand which the company is 
satisfying. 

To meet increasing demand for its products, Cowden 
has added five new manufacturing plants since joining 
INTERCO in 1964. In October 1970, a new production 
facility was opened in Mena, Arkansas with capacity 
for 400,000 dozen units annually, adding six hundred 
employees to the Cowden work force. Cowden is now 
operating eleven plants, located in Kentucky, Tennessee 
and Arkansas. 

The new distribution center at Lexington, Kentucky 
completed its first full year of operation and original 
objectives for this centralized, automated warehouse 
have been realized. Customer shipments have been 
accelerated; improved controls have resulted in inven- 
tory reductions; and sizable savings in warehousing 
and transportation costs have been attained. 

Cowden Manufacturing Company has the ability to 
adopt sales and production techniques to fast-changing 
fashion. The market served by Cowden continues to 
grow and sales effort has been expanded to recognize 
the ever changing requirements of its present and 
future customers. 


Cowden produces 
a wide range of work 


and leisure shirts and slacks 
for the entire family. 


department stores group 


CENTRAL HARDWARE COMPANY 


Central Hardware Company, a mass merchandiser of 
hardware, lumber and building materials, continued its 
growth program in 1970 at a pace equal to recent years, 
and is now well established in three geographical 
marketing areas—St. Louis, Indianapolis and southern 


California. 

A tenth store was opened during 1970 in Ballwin, 
a suburb of St. Louis and three additional stores will 
be opened during 1971 in this metropolitan area, in- 
creasing its market penetration to thirteen stores. 

Customer acceptance in Indianapolis prompted plans 
for a new 66,000 square foot store which will open in 
Spring 1971. This represents the third store since mov- 
ing into this city in 1968. 

In 1969, Central entered the southern California 
growth market with Central Lin-brook Hardware of 
Anaheim. In September 1970, a second store was 
opened in Fountain Valley, California and new sites 
are presently being explored for further expansion in 
this rapidly growing market. 

To accommodate the expansion of its business and 
planned future growth in the midwest, construction 
of a 375,000 square foot centralized warehouse was 
begun in suburban St. Louis in the Fall. The complex, 
scheduled for completion in late 1971, is designed to 


Sketch of Central Hardware Company's general office and 


warehouse complex scheduled for occupancy in late 1971 —Bridgeton, Missouri. 
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7, ORO OS 1968 1967 1966 
Sales (millions) $244 $202 $173 $159 $104 
% of Total Sales 31% 29% 26% 29% 22% 


be expandable to facilitate the handling of three times 
the present volume of Central Hardware Company. 

All stores under the Central Hardware banner en- 
larged and increased their promotion of ‘‘Home 
Modernization’ departments during the year. Strong 
emphasis continues to be placed on the ‘‘Do-lIt- 
Yourself’ homeowners’ market, while providing con- 
tract services for home-modernization where confidence 
and trust of the customer is foremost. 

Central Hardware enters 1971 in avery strong market 
position and its ability to grow and expand will be 
directed to a sound, well-organized and carefully con- 
trolled program. 


eee, 
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EAGLE DISCOUNT STORES 


BOSHERY VALUE 


SEAMLESS 
NYLONS 


Dade Wholesale Products, Inc., acquired in July 1970, 
operates a growing chain of 126 Eagle Discount Stores, 
primarily in Florida, with a few stores located in Georgia 
and Alabama. 


Exterior view of a typical self-service Eagle Discount Store, ranging in size from 6,000 to 8,000 square feet. 
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The Eagle Discount Stores, founded in 1945, are of 
the self-service, cash-and-carry variety, selling inexpen- 
sive and popular-priced clothing, housewares, small 
household appliances, gardening and pool supplies, 
toys, hardware, and health and beauty aids. Sales 
volume amounted to over $50 million during Eagle’s 
past fiscal year and about 30% of its merchandise was 
under the Eagle label. 


Store operations are serviced by a fleet of company 
operated trucks from a single 210,000 square foot 
general office and distribution center, located in Opa 
Locka, Florida, a suburb of Miami. 

The company is self sustaining in products such as 
bleaches, detergents, insecticides, and pool supplies— 
all produced in its own chemical plant under the Eagle 
name. It operates, in addition, a plant for the central 
packaging of numerous bulk hardware items for dis- 
tribution to its stores, all under the Eagle label. 

Eagle is guided by an aggressive and experienced 
management team. Present expansion plans provide 
for eighteen additional Eagle stores in 1971 and the 
company expects to receive an increasing share of the 
growing market potential of the southeast. 


P. N. HIRSCH & COMPANY 


Nineteen Hundred and Seventy marked the 40th anni- 
versary of the founding of P. N. Hirsch & Company— 
from a single store opened in Jonesboro, Illinois in 1930 
to a chain of 214 stores at November 30, 1970. This 
company operates junior department stores, usually in 
small to medium-sized communities with emphasis on 
soft goods at popular prices. 

The Hirsch chain continued to make substantial con- 
tributions to the sales and profits of INTERCO IN- 
CORPORATED in the year just ended. Its progress 
has been outstanding primarily as a result of aggressive 
merchandising, excellent locations and sound bud- 
getary control. 

The merchandising and management concepts which 
led to the growth of P. N. Hirsch over the years, have 
been applied to the operations of those stores acquired 
in recent years. Internal growth continued in 1970, 
extending into markets, primarily small communities, 
not previously served by the company. Nine new units 
were added during the year and expansion will con- 
tinue in 1971. 


/nterior view of one of the 157 P. N. Hirsch midwestern stores. 


Despite present economic uncertainties, this com- 
pany expects to make another strong contribution to 
INTERCO INCORPORATED in the coming year. 


A section of the new Golman’s St. Louis store—part of the 
P. N. Hirsch chain. 


13 


SAM SHAINBERG COMPANY 


Sales and earnings of the Sam Shainberg Company 
were the highest in its four year association with 
INTERCO INCORPORATED and since it was founded 
in 1904. 

This company achieved its objectives in 1970 from 
a well-planned program which had been established in 
the prior year, for improvement in all areas of its business. 

Expansion in the larger southeastern metropolitan 
centers has marked the growth of the Shainberg Com- 
pany in the recent past. Both of its divisions, the Kent's 
stores—featuring lower prices and self-service, with 
emphasis on soft goods, and the Shainberg’s stores— 
conventional junior department stores, have focused 
on additional new locations in Memphis, New Orleans, 
Birmingham, Baton Rouge, Little Rock, Nashville and 
Jackson, Mississippi. 

Each division serves a different level of the mass 
market in home furnishings and clothing for the family. 
Concentration on more heavily populated areas affords 
maximum opportunities to capture these markets. 
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Attractive new Shainberg’s department store, Caraway 
Shopping Center, Jonesboro, Arkansas. 


In the past year, eight units were added bringing the 
total number of stores in operation to one hundred and 
eight of which sixty-one are Kent's and forty-seven are 
Shainberg’s stores. 

The Shainberg Company has aggressive performance 
plans for 1971. 


Another Kent's se/f-service store opened during 1970 in 
Birmingham, Alabama. 
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THE FLORSHEIM SHOE COMPANY 


The Florsheim Shoe Company's sales and earnings 
during 1970 were the highest in its history and made a 
significant contribution to the performance of INTERCO 
INCORPORATED for the year. These outstanding re- 
sults once again emphasize the dominant position 
Florsheim enjoys in the field of quality footwear. 

Florsheim men’s shoes participated in the exciting 
changes in men’s shoe fashions in 1970, and Florsheim 
again was the style-setter, as it has been in its almost 
80 year history of fine shoemaking. 

Florsheim women’s shoes in the past year posted the 
highest sales and profits since their introduction in 1930 
and these excellent results reflect the growing demand 
for Florsheim shoes by the women of America. 

Expansion continued in the retail field with the 
opening of fifty-four new units during the year bringing 
to 429 the number of shoe stores and leased shoe de- 
partments in operation at November 30. Florsheim 
Men’s Shops and Thayer McNeil Salons for Women 
continue to be prominently represented in the major 
shopping centers of the country. 

Julius Marlow Holdings Limited, this division's 
Australian subsidiary, also achieved record sales and 
profits during 1970. A new factory is now under con- 
struction near Melbourne to replace present facilities, 


New Thayer McNeil Women’s Shoe Salon and Boutique— 
Stonestown Shopping Center, San Francisco, California. 


footwear group 


1970 1969 1968 1967 1966 
Sales (millions) $380 $368 $366 $341 $330 
% of Total Sales 49% 52% 55% 64% 70% 


giving further assurance that Julius Marlow will con- 
tinue to occupy its superior position in the quality men’s 
shoe field in the Australian market. 

The Florsheim Shoe Company looks forward to 
further growth in 1971. 


Luxurious Florsheim Men‘s Store, new in Belden Village, 
Canton, Ohio. 


FLORSHEIM SHOES 
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The Florsheim Shoe: Leadership in fashion and quality! 
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ATIONAL RETAIL SHOE 


Sales in 1970 were slightly ahead of last year at 
International Retail Shoe Company, but profits were 
somewhat lower, after eight consecutive years of im- 
proved profit growth. 

The reduction in profits of International Retail Shoe 
Company is attributable to the lack of styling direction 
which continued to affect the women’s footwear mar- 
ket during 1970, and higher operating costs in several 
of its divisions. 

Planned expansion into larger stores and departments 
continued in 1970 with the opening of thirty-eight 
attractive, well-located units replacing forty low volume 
locations which were closed in the year. The annual 
sales volume of the new units opened in 1970 will be 
significantly greater than for those stores and depart- 
ments which were closed. 

The new Thompson, Boland & Lee store pictured on 
this page, one of the six in Atlanta, is representative of 
the company’s attractive retail stores and departments 
throughout the country. Another major division, Bowen 
Shoe company, headquartered in Miami, moved to 
larger office and warehousing facilities during the year, 


/nterior view of a portion of the new Thompson, Boland and Lee store, South DeKalb Shopping Center, Atlanta. 
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One of Bowen Shoe Company's newly opened shoe departments 
in Jordan Marsh—this one in Pompano Beach, Florida. 


which will accommodate the continued expansion of 
this very successful Florida retail shoe operation. 

The dramatic changes in styling and color have 
exerted a substantial impact on shoe retailing and 
International Retail Shoe Company has aggressively 
worked to keep current inventories ahead of the rapid 
pace in changing footwear fashions. 

Growth will continue in 1971. Leases have been 
signed for a number of new units, in addition to plans 
for continued modernization of existing facilities. 
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INTERNATIONAL SHOE COMPANY 


International Shoe Company manufactures and dis- 
tributes complete lines of branded footwear in the 
medium and popular-priced range for men, women 
and children, and enjoys substantial private-label dis- 


tribution of its superior style and quality produced shoes. 


Sales volume for domestic shoe manufacturers was 
adversely affected in 1970 by continued increases in 
foreign-made footwear, and International Shoe Com- 
pany was no exception. 

Despite these pressures, the company made an in- 
creased contribution to the earnings of INTERCO 
INCORPORATED in 1970 through an intensive planned 
profit improvement program, development of new sys- 
tems and methods to increase office and plant efficiency, 
and the consolidation of several production facilities. 

International Shoe Company accelerated its efforts 
to improve overall sales performance. Included in this 
program has been concentration on all aspects of 
customer communication and service, and strengthen- 
ing of style development and fashion trend interpreta- 
tion. Equal emphasis has also been directed to increas- 
ing quality control and production standards, and 
remaining the most important resource to thousands 
of independent dealers, department stores and selected 
national and regional retailing chains. 

1971 will be another challenging year and the 
management of International Shoe Company is pre- 
pared to meet this challenge. 


A few of the leading styles for Spring 1971 from the nationally 
advertised brands of the International Shoe Company. 


Ambassador 


Miss W, 
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The name of Savage Shoes Limited was changed to 
Interco Savage Limited in December 1970 to more 
appropriately identify the company’s diversified activi- 
ties in Canada. 

The company in 1970, established new sales records, 
primarily as a result of its acquisition program, but 
profits were slightly down from the increasing impact 
of shoe imports and a slow spring 1970 selling season 
in women’s shoes at the retail level. 

During 1970 planned cost reduction programs and 
improved inventory control plans were accomplished 
and, in addition, two shoe plants were consolidated 
into one existing location. 

A number of retail shoe outlets were added during the 
year, in prime locations, with continued emphasis on 
new Florsheim Men's Shoe Stores for the Canadian 


consumer. 


1969 with the acquisition of Budmark Converters Co. 
Ltd., outstanding leaders in fabric design and marketing 
for the apparel industry, has been rewarding. Increased 
sales and profit were recorded by Budmark in 1970. 

The diversification program continued with the ac- 
quisition of C. Northcott Silk Company Limited, Toronto 


in January 1971. This company is a wholesale distribu- 


Mayfair Shoe Salon for Women—new during the year in 
Viontreal on Bloor Street. 
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—_ ath = = 
Florsheim Men’s Shop opened in Canada during the year— 
Edmonton, Alberta. 


tor of fabric to the over-the-counter retail yard goods 
trade and will greatly expand the ability to serve the 
fabric design and apparel industries of Canada. 

The moves in 1970 to reduce shoe manufacturing 
costs by consolidation of facilities, the expansion of the 
retail shoe business in Canada to 64 stores, and diversi- 
fication should provide continued progress for Interco 
Savage Limited in 1971. 


Colorful array of fabrics of C. Northcott Silk Company Limited, 
Toronto, acquired in January 1977. 
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INCORPORATED 


consolidated balance sheet 


Assets 


November 30, 1970 
Current assets: 


Cash, including certificates of deposits>..... 4-7 a sec $ 24,766,819 


Receivables, less allowance for doubtful accounts and 


€ash discounts, $2,644 409'($2'638 633 inl969) een. 27-5395 Sil 
Inventories: 

Finished products and other merchandise..................-- 142,922,274 

RawimatenialsiandiwonkcinsprOCeSSeamar erin ctr eet 34,601,951 

177,524,229 

Prepaid expenSesS cuca asec ot tare aie rine erecta racine 2,494,192 

TotalicurrentiassSets. a. case a erro ie cmkere crate eset SM 7/ Jo) (2 7/ 


Other assets: 


Futurel hederallincomestaxabemenitssaere sree rice renter erie Pas os 005 
Excess of investment over equity in consolidated 
SupsidiatlesratcacculSitiOneeeere errr eer neers 10,619,259 
SUMGIAY UAMSSTANGIMES ENG] CUNO! ASSEIGSooaccooscasuso0nccncc080bH 529562 
TotalsotheraSsets yn ce akc enn ern eae ee WAT, ye! 


ees Reet rar ert rr ou hire oon oct Pranic aren Sad ortor Soya octets 5,438,704 
Buildings-and improvementSznsan see. eee eee eee ees 74,942,055 
Machinery and equipmmieiitz se tees ct tee rr ttre ener 7O;795,039 
157,164,392 

Less accumulated depreciation sweet eee etter etree JI NNOSZS 
Net property, plantand equipmentinns:-namaen nese cae 80,045,064 


$416,066, 765 


See accompanying notes to consolidated financial statements. 


1969 


$ 24,387,974 


109,380,788 


123,729,615 
37,803,515 


161,938,130 


1,989,467 


297296352 


2,068,154 


6,939,760 
4,629,833 


13,633,772 


4,602,119 
68,654,211 
72,434,477 


145,690,807 


72,492,012 
73,237,995 


$384,168,126 
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Liabilities and Stockholders’ Equity 


November 30, 


Current liabilities: 
INGLE Stipa yall Omer rt cro erwin tits aot sine me ere ee a 
CuUrentmaturities of lone-term debt. .225...060ssesce ees eks eens 
Accounts payable and accrued expenses............eccee ee ee ee 
Federal and TOrelgn INGOING taxes .. s.csacs..densdecasen sess ees 
DeLenred MmeGeralimCCimie taXCS a,j an scene ciaers octane eens 


otaltcuinrenitaliabllitieSseeracmeon vector hn cer rian 


Other liabilities: 
Deferred compensation and other deferred liabilities........... 
Long-term debt, less current maturities. ..................000:. 
MIMOKtY Interests im SUDSIBIANICS «5 cetckakic wcreecreceeeee esa aee es 


OLAleOLMe alla ilies Merractecco cues er rein ier mice eiterctercmietns we 


Stockholders’ equity: 
Preferred stock, at stated and liquidating value: 
IRSteDKeTehhe Cue ——ne SOTICS. Aare meter terete ces ci sie istisietere cere a erenals 
RIESEDReTerhed em SCS (Bias cued. soles tecke evans wieteielere ters cariete 


Seconampnreiekhke d=-Seniesi Ge rrraciserry sree tic eisve elves 


Conmonsstockwatistatedivallleenmmciirie cece rie eeiset racic 
Gap italisur DieSeprer teres. o as ha cin are tie teehee aro.0) oe elpenis» ele susie e'sleps mG 


RECaie Cea Ill OGuerte mets hrc nhictena eibiare scp main a ltveisro@ viewiewaieroce 


LASS COMMANON SKS lin WROISUIAY, Ele COSI. oo bo ocucdooanunobooKoKr 


otal StOSGKNOIMEFS SG UY <a ore cats s aresto ects ere aunts ores vaty Ginres 


1970 


$ 20,085,346 


5,088,007 
7126925 
9,431,770 
487,659 


106,361,910 


9,225,694. 
707397 518 


2,767,140 


$2,390,552 


15,103,500 
15,207,640 


20,047,900 


50,359,340 


57,460,230 
a1 9503 


124,613,613 


232,992,739 


5,638,433 


227,314,303 
$416,066,765 


1969 


$ 6,304,114 


4,623,489 
615053,375 
11,347,078 

483,093 


83,811,149 


8,687,049 
F3,55 1,090 


S 103/213 


So,o7 lols 


15,799,000 
15,199,480 


16,238,900 


47,237,380 


57, 166;022 


111,482,597 


215,906,299 


92290 


214,985,064 
$384, 168,126 
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consolidated statement of earnings 


Years Ended November 30, 1970 1969 
Sales and other income: 
INGE Sele Sire Fear cre ty ree a aerate noo ren UN ehz DIG RIL ar Gane tL res ites acter eaeatenes $777,885,776 $731,942,158 
OTHERMINCOMey Melew as ere seco aerae co tet er ieic ve ec i ee, Seamer nator 6,/87,1s1 6,051,694 
784,672,907 737,993,852 
Deductions: 
Costotsales trace ovecccwctere Cement ey yh ee a ee ve nome nde ie cecrase arate BAS NOS. 7/3 ll 512 416518 
Selling, general and administrative expenses...................--22cceeseoees 182,030,458 168,969,466 
Interest ExDensenccccccwe cer teeta On Gonos mat Core ee ete emir ore creer ee 5,948,184 5,596,008 
Minority. interests is; sa0.wa. ont wre ccs «ctocie eee x co cence tin cieto saws e wareia atm te cena 347,144 390,169 
eeiih poy hon 687,374,154 
Earnings before Federal and foreign income taxeS.... 2.2... ee cece cece eee eee ees 5371517390 50,619,698 
Federal and foreign income taxes: 
GUIFEIIR Se Satter ace eee ee eres oe eee BONES oe Rear te ne aE 26,073,006 24,136,694 
Deferred=Rederaleie stwarcser crtsrcrccero oe icici re rioters ce orererec ia oh ere eera ercrerete (490,283) 105,438 
__ 25,582,723 __ 24,242,132 
Net Garnings: 40 ese ate oak re teat ee Mere we RE eis mee an $ 27,568,667 $ 26,377,566 
Per share of common stock: 
BullyidilutedsearningS eecs.. «aera ceare cote sete eon arce eevee oneteecoienanra siete erersts ee $2.85 $2.69 
Primarnyieanninesaeecermttoce ctr cree circ rrr trier emicie are avert eee yaener- ees $3.31 $3)13 


See accompanying notes to consolidated financial statements. 


consolidated statement of stockholders’ equity 
Year Ended November 30, 1970 


Preferred Common Stock Capital Retained 
Stock Issued In Treasury Surplus Earnings Total 

Balance at beginning of year: 

As previously reported...... $47,237,300 $56,556'255 _-$(7,006,965) $1,525,351 $111,425, 5133$209773 725244 

Adjustments for pooled 

COMPaNleSi ois eo. tev 629,767 6,0855/S0mm Gl 5o25,500) 57,384 5,247,530 

AS -TOStaleG yaniv asa sins 47,237,380 57,186,022 (9217235) 111,482,897 214,985,064 
NGLiGarmingS sca .0s scare om: « 27,568,667 27,568,667 
Cash dividends: 

Preferred istockammeartaerinie (2,497,603) (2,497,603) 

CommonstOckseses wee ee (8,156,548) (8,156,548) 
Conversion of preferred stock: 

Series A—6,952 shares..... (695,200) 226,598 468,197 (405) 

Series B—2,924 shares..... (116,960) 43,860 73,100 
Purchase of company’s stock: 

Series B — 195 shares.. (7,800) 7719) (11,519) 

Common—159,768 shares.. (4,717,198) (4,717,198) 
Issuance of incentive shares: 

Series C—37,920 shares.... 3,792,000 (9,638) (3,783,800) (1,438) 
Stock options exercised: 

Series B —3,323 shares.... 132,920 (17,884) 115,036 

Series C — 170 shares.... 17,000 (2,878) heal ee 

Common— 500 shares.... Sou 123375 167,125 
Balance at end of year........ $50,359,340 $57,460,230 $(5,638,433) $ 519,553 $124,613,613 $227,314,303 


eee eee —eeeeeeeeee—éil— 


See accompanying notes to consolidated financial statements. 
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consolidated statement of source and use of funds 


Funds were provided by: 


NEmeanMineS oct scmyoatmaee aecn 
Depreciation and amortization...... 
Increase in future Federal income tax benefits. ¢. case cenksis Socws carve ee oe ee 

From aperationsis. «cian sscssoncos 
Disposalot propery) plamand-equipinent:secassusset oaee eee seen eee 
Working capital of purchased icompanleSenmagss cee oce seen neste eens ee 
Proceeds irom stock options exercised s...aeaer as cc cs anne ne oe pentane eee 


Net worth of pooled companies not 


Funds were used for: 


Property, plant and equipment..... 
DIVICHAS gas aka nate asi hee Sone. 


Purchase of companies..::........ 
Purchase of company’s stock....... 
Decrease in long-term debt......... 
OUNC IPA C Wonca ater esse acte tore pe eGiats 


Increase (UeCrease) i WOrkiIne Capltdligsscn..uasscem sees eects 


Years Ended November 30, 1970 1969 
SRO MRA CUB OOM oEe Go bb OUt CONSURE AOR AtGOOaee $27,568,667 $26,377,566 
AN Meee ropes Lee NO REE Cen ore ore aes 8,938,373 Srl ieZsO 
(637,783) (214,217) 
Bea TRIG OE RRO ROMER RCE OLGA ten oeaCHRO ci OER B57 SO9r2 577 34,334,579 
3,385,196 AS37335 
SAO 2 i7/ - 
145,283 840,179 
KES tale Gl mmmrran active tart cye hierar erratic _ IL -ZAILZ AOS 
$42,802,953 $40,758,109 
Pin ei e: SOR NO omupRaie ores ar eer oN ee oS Sil 52377958 $15,960,835 
SRO AONE a ET eT AN CaO aor RET Oot Erne ter 1065451511 9,665,056 
Dividends patdioy pooled companies ane <4 ecisearcee emit cieeee sta enon — 502-275 
Se Mert OTe et OL LE et ee 9,537,684 — 
PSC ca OTE Te I Se a IS ees OE 4,730,560 4,908,536 
RS Fe en a A ine nrras Sonatas 4,397,209 3,853,860 
Ht en rent Geran oa Scr aoe A RO OIG ais See Ol ene oainoT 548,689 S258/o5 
45,106,246 S52 N6;S45 
SHOUD AOA a Gabe bee TOs (2,303,293) 5) aylil | 7M ey4l 
$42,802,953 $40,758,109 


See accompanying notes to consolidated financial statements. 


notes to consolidated financial statements 


November 30, 1970 


Principles of Consolidation—All subsidiaries with a 51% or greater 
ownership are consolidated in the accompanying financial statements. 
On July 31, 1970, the company acquired all the outstanding stock of 
Dade Wholesale Products, Inc. (Eagle Discount Stores) for $8,091,410 
cash. Also, during 1970 the company acquired the outstanding stock 
of several other companies for $1,446,274 cash and 323,617 shares of 
common stock of which 239,648 were treasury shares. The acquisitions 
for cash were treated as purchases while those for common stock were 
accounted for as poolings of interests. The operations of the purchased 
companies are included in the accompanying financial statements from 
the date of purchase only, while the operations of pooled companies 
are included for both 1970 and 1969. A maximum of 156,010 shares of 
the company’s common stock may be issued within six years based 
upon profit performance of several of these pooled companies. The 
excess of investment over equity arising from these cash transactions is 
being amortized over forty years. 


Inventories—Approximately 94% of the inventories are priced at the 
lower of cost (first-in, first-out) or replacement market. The remainder 
of the inventories are priced at cost (last-in, first-out) which is below 
replacement market. 


Federal Income Taxes—Deferred compensation, depreciation, profit 
on installment sales and certain other items are recognized for income 
tax purposes in years other than the years in which they are reported 
in the financial statements. The tax effects of these timing differences 
are shown in the financial statements as Future Federal income tax 
benefits and Deferred Federal income taxes. 


The Federal income tax returns of the company and its major sub- 
sidiaries for 1965 and all subsequent years are presently under exami- 
nation or subject to examination by the Internal Revenue Service. 
Various significant issues, similar to those purportedly proposed to 
other multi-corporate companies, have been raised for discussion with 
the company. Management opposes these issues and believes that 


assessments, if any, which may result would have no material adverse 
effect on the financial position of the company. 


Property, Plant and Equipment—For financial reporting purposes, de- 
preciation of physical properties aggregating $8,636,544 in 1970 and 
$8,042,306 in 1969 is computed generally on a straight-line basis 
over the estimated useful life of each class of asset. 


Long-Term Debt—Long-term debt includes the following: 


1970 1969 
4%% promissory installment notes, pay- 
able $1,875,000 annually, 1971-1989, 
and) balancelin) 1990 sme mate aee $48,125,000 $50,000,000 
6% promissory installment notes, pay- 
able $750,000 annually, 1971-1975, 
$1,250,000 annually, 1976-1979, and 
balancesn9SO eraser we tierra 12,750,000 13,500,000 
4%% obligation under long-term lease, 
payable in annual installments increas- 
ing from $225,000 in 1971 to $565,000 
AWA RC AoH Deng eB eh try-cr adie te rater nam nee 7,880,000 8,095,000 
Other debt at 4% to 9% interest rates, 
payable in varying amounts through 
RC LIS eee ante Seite MET EMO Renate aot ice 6,730,525 6,610,140 
75,485,525 78,205,140 
ESSSICUIPENtanPAaLUILIGS = eienaneneneninernenants 5,088,007 _ 4,623,489 
$70,397,518 


$73,581,651 


The 4%% note agreement restricts retained earnings of $43,810,400 
as to the payment of cash dividends on capital stock and the purchase, 
redemption or retirement of capital stock. The agreement also provides 
that no such payments be made unless consolidated working capital 
shall be at least $80,000,000. 


23 


notes to consolidated financial statements (continued) 


Preferred Stock—The company’s preferred stock is issuable in series. 
Authorized preferred stock consists of 577,060 shares of first preferred 
(Series A and B) and 1,000,000 shares of second preferred (Series C) 
without par value. Such stock is summarized as follows: 


Series A— $4.75 cumulative, with stated and involuntary liquidating 
value of $100 per share; issued 151,038 shares (157,990 in 1969); 
callable beginning in 1974 at $104.75, decreasing to $100.00 in 
1981; convertible into 4.3478 shares of common stock. 


Series B— $2.10 cumulative, with stated and involuntary liquidating 
value of $40 per share; issued 380,191 shares (379,987 in 1969); 
callable beginning in 1975 at $42.10, decreasing to $40.00 in 
1985; convertible into 2 shares of common stock. 


Series C—$5.25 cumulative, with stated and involuntary liquidating 
value of $100 per share; issued 200,479 shares (162,389 in 1969); 
callable beginning in 1975 at $105.25, decreasing to $100.00 in 
1985; convertible into 3.0534 shares of common stock. 


Options are outstanding at November 30, 1970 for 1,411 shares of 
Series B and 8,484 shares of Series C preferred stock at an average 
price of $31.43 and $67.35, of which 1,411 and 6,236 shares, respec- 
tively, are exercisable. 


Common Stock—The company’s common stock consists of 15,000,000 
shares authorized without par value, of which 7,661,364 shares were 
issued at November 30, 1970 (7,624,803 in 1969), including 201,715 
shares (41,947 in 1969) in treasury. At November 30, 1970, 2,559,652 
shares of common stock are reserved for conversion of preferred stock, 
exercise of stock options and issuance of contingent incentive shares. 


Under various stock option plans, certain key employees may purchase 
shares of common stock at prices equal to market value on the dates 
the options were granted. The options become exercisable in install- 
ments and expire in five years. Stock option activity during the year 
is summarized as follows: 


Average 
Shares Price 

Options outstanding at beginning of year..... 259,650 $28.67 

GYaNnted: cc. yeen mete otiekercce enema cere 31,750 30.29 

EX@rGlSGGitce at ences a oicte rte curt oreteerin rte ( 500) S225 

Cancelled, clu. s wistuasn sera ohrvae atten ect iene ( 30,600) 35.82 
Options outstanding at end of year (of which 

177,125 shares are exercisable)........... 260,300 28.02 


Commitments and Contingent Liabilities—The company and its sub- 
sidiaries have pension plans covering substantially all employees. The 
company’s policy with respect to principal pension plans is to fund 
pension costs accrued. Total pension expense for the year was 
$5,213,000, which includes, as to certain of the plans, amortization of 
prior service costs over periods ranging from 20 to 40 years. The 
actuarially computed value of vested benefits as of latest valuation 
dates of the plans exceeds the total of the pension funds by approxi- 
mately $4,300,000. 


Excluding rental payments on the capitalized long-term lease, minimum 
annual rentals on real properties leased for terms of more than five years 
approximate $12,200,000, with additional rentals payable under certain 
leases based on a percentage of sales in excess of specified minimums. 
Total rent expense under such leases as well as short-term leases was 
$14,200,000 in 1970. The company has also guaranteed leases of retail 
outlets of customers aggregating at November 30, 1970, $2,800,000, 
based upon minimum rentals. 


24 


Earnings Per Share of Common Stock—Primary earnings per share 
is based on the weighted average number of shares of common stock 
and common stock equivalents outstanding during the year. Common 
stock issuances based on profit performance and common stock options, 
the exercise of which would result in dilution of earnings per share, 
have been considered as the equivalent of common stock. Net earnings 
for this computation were reduced by preferred stock dividend re- 
quirements. 


Fully diluted earnings per share is based on those shares included in 
the primary earnings per share calculation plus those common shares 
which would have been issued if conversion of preferred stock had 
taken place at the beginning of the year. 


PEAT, MARWICK, MITCHELL & CO. 
Certified Public Accountants 
720 Olive Street 
St. Louis, Missouri 


THE BOARD OF DIRECTORS AND STOCKHOLDERS 
INTERCO INCORPORATED: 


We have examined the consolidated balance sheet of 
INTERCO INCORPORATED and subsidiaries as of November 
30, 1970 and the related statements of earnings, stockholders’ 
equity, and source and use of funds for the year then ended. 
Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro- 
cedures as we considered necessary in the circumstances. 


In our opinion, such consolidated financial statements 
present fairly the financial position of INTERCO INCOR- 
PORATED and subsidiaries at November 30, 1970 and the 
results of their operations, changes in stockholders’ equity, 
and source and use of funds for the year then ended, in con- 
formity with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


(poten Deed) yoke lees 


January 8, 1971 


Inlerco 


INCORPORATED 


ten year consolidated financial review 


YEARS ENDED NOVEMBER 30 


FOR THE YEAR 
Net sales 
Earnings before income taxes 
As a percent of sales 
Net earnings 
As a percent of sales 
Cash dividends paid: 
On common stock 
On preferred stock 


AT YEAR END 

Working capital 

Property, plant and equipment, net 
Capital expenditures 

Total assets 

Long-term debt 

Stockholders’ equity 


PER SHARE 
OF COMMON STOCK (2) 


Fully diluted earnings (3) 
Dividends 


1970 


$777,886 
53,151 
6.8% 
27,569 


3.5% 


8,156 
2,498 


211,182 
80,045 
15,238 

416,067 
70,398 

227,314 


2.85 
1.10 


1969 


$706,098 
48,848 
6.9% 
25,418 


3.6% 


7,236 
2,429 


209,392 
72,694 
15,961 

372,113 
73,288 

209,738 


2.69 
1.00 


1968 


$669,456 
46,165 
6.9% 
25,088 
3.1% 


6,458 
2,087 


204,002 
69,182 
16,878 

353,950 
77,078 

196,852 


2.65 
0.90 


1967 


$536,187 
32,739 
6.1% 
18,627 
3.5% 


9,685 
991 


168,059 
59,409 
11,847 

288,382 
64,994 

164,395 


Zo 
0.80 


1966 1965 1964 
(In Thousands of Dollars) 
$469,132 $391,877 $345,448 
24,633 18,980 13,958 
5.3% 48% 4.0% 
14,598 10,879 8,441 
3.1% 2.8% 24% 
4,957 4,292 4118 
146,084 132,090 127,295 
48,931 42,614 41,019 
11,452 Tits 5,761 
266,254 225,457 213,599 
57,833 53,645 52,626 
14215241 25\555 191652 
(In Dollars) 

1.86 1.50 1.22 
0.70 0.60 0.60 


1963 


$295,615 
12,021 
4.1% 
5,493 
1.9% 


4,004 


119,280 
40,318 
D,909 
198,480 
92,229 
111,170 


0.82 
0.60 


1962 


$303,182 
15,686 
5.2% 
7,071 
2.3% 


4,050 


118,716 
40,976 
5,308 
199,510 
54,571 
111,309 


1.05 
0.60 


1961 


$294,275 
9,272 
3.2% 
5,191 
1.8% 


6,116 


119,167 
40,247 
4,981 
197,139 
96,820 
109,814 


0.76 
0.90 


(1) Figures for companies acquired on a pooling of interests basis have been included above from the beginning of the 
fiscal year of their affiliation with INTERCO INCORPORATED. Shown below are the comparative net sales and net 
earnings for the years 1966 through 1969 which have been restated to include pooled companies for years prior to 


their affiliation. 


1969 
1968 
1967 
1966 


Net 
Sales 


$731,942 
691,458 
6357709 
607,221 


Net Fully Diluted Earnings 
Earnings Per Share of Common Stock 
$26,378 $2.69 

26,040 2.66 
20,922 2.16 
17,306 179 


(2) Adjusted for two-for-one stock split, effective March 14, 1968. 
(3) Refer to Earnings per Share of Common Stock in Notes to Consolidated Financial Statements. 


interco incorporated St. Louis, Missouri 


